INVESTIGATION OF PAINT PURCHASES BY 
NAVY DEPARTMENT, JANUARY 1951 
(Need for and Utilization of) 


REPORT 
OF THE 
PROCUREMENT SUBCOMMITTEE 
OF THE 
COMMITTEE ON ARMED SERVICES 
UNITED STATES HOUSE OF REPRESENTATIVES 
UNDER THE AUTHORITY OF 


H. Res. 38 


(82d Congress) 


Printed for the use of the Committee on Armed Services 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 
WASHINGTON : 1951 











DOCUMENTS EXPEDITING PROJECT 


COMMITTEE ON ARMED SERVICES 
CARL VINSON, Georgia, Chairman 


OVERTON BROOKS, Louisiana 

PAUL J. KILDAY, Texas 

CARL T. DURHAM, North Carolina 
LANSDALE G.SASSCER, Maryland 
JAMES J. HEFFERNAN, New York 

L. MENDEL RIVERS, South Carolina 
PHILIP J. PHILBIN, Massachusetts 

F. EDWARD HEBERT, Louisiana 
ARTHUR WINSTEAD, Mississippi 
FRANCK R. HAVENNER, California 
MELVIN PRICE, Illinois 

O. C. FISHER, Texas 

PORTER HARDY, Jr., Virginia 
WILLIAM J. GREEN, Jr., Pennsylvania 
CLYDE DOYLE, California 

EDWARD pvEGRAFFENRIED, Alabama 
L. GARY CLEMENTE, New York 
VICTOR WICKERSHAM, Oklahoma 


E. L. BARTLETT, Alaska 
JOSEPH R. FARRINGTON, Hawaii 
A. FERNOS-ISERN, Puerto Rico 


DEWEY SHORT, Missouri 

LESLIB C. ARENDS, Illinois 
W.STERLING COLE, New York 
PAUL W. SHAFER, Michigan 
CHARLES H. ELSTON, Ohio 

JACK Z, ANDERSON, California 
WILLIAM W. BLACKNEY, Michigan 
LEROY JOHNSON, California 
HARRY L. TOWE, New Jersey 

LEON H. GAVIN, Pennsylvania 
WALTER NORBLAD, Oregon 
JAMES E. VAN ZANDT, Pennsylvania 
JAMES T. PATTERSON, Connecticut 
PAUL CUNNINGHAM, Iowa 
WILLIAM H. BATES, Massachusetts 
WILLIAM E. HESS, Ohio 


Bryce N. Har.Low, Chief Clerk 





SUBCOMMITTEE ON PROCUREMENT OF THE ARMED SERVICES COMMITTEE 
F. EDWARD HEBERT, Louisiana, Chairman 


0. C. FISHER, Texas 

EDWARD pvEGRAFFENRIED, Alabama 
L. GARY CLEMENTE, New York 
WILLIAM J. GREEN, Jr., Pennsylvania 
CLYDE DOYLE, California 


CHARLES H. ELSTON, Ohio 
JACK Z. ANDERSON, California 
HARRY L. TOWE, New Jersey 
WILLIAM E. HESS, Ohio 
W.STERLING COLE, New York 


Joun J. COURTNEY, Special Counsel to the Committee 
RICHARD W. WEBB, Assistant Special Cownsel to the Committee 


II 








REPORT ON INVESTIGATION OF PURCHASE IN JANUARY 1951 
OF 6,500,000 GALLONS OF PAINT BY NAVY DEPARTMENT 


NBED FOR AND UTILIZATION 


The following complaints were made to the subcommittee: 

1; That the invitation to bid was extended to only 60 of the 1,291 
qualified suppliers in the United States. 

2. Only 2,000,000 gallons of the total gallons requested were bid 
for 60-day delivery for the reason that industry could not supply 
same from its stocks. 

3. That the short time limit (i. e., full delivery within a total of 
120 days) made it impossible for small business to participate in this 
procurement. 

The subcommittee’s investigation discloses the following facts: 

1. This purchase was being made by the Navy Department as a 
purchasing agent for all three services. (This particular paint was 
to be distributed to and used exclusively by Army engineer depots.) 

2. Since January 1, 1950, the Aviation Supply Office of the Navy 
Department at Philadelphia has been the purchasing agent. 

3. As to the first portion of the charge, investigation discloses that 
one-third of this purchase was undertaken by negotiated contracts. 
The balance of two-thirds was procured through invitations to bid 
entered into after public advertising and solicitation. 

4. The following is a tabulation of the actual purchases and nego- 
tiations, giving the number of contracts, the contractors, the break- 
down between big- and small-business concerns, and the total dollar 
value of the purchases from each: 


Contracts negotiated: 


Total value__-_-_- Ses ia aa beara Bec a tins is aioe ns mecca wp $5, 195, 057 
Different suppliers contacted for quotations _- a 80 


Contracts awarded to lowest quotations ae ah tare ot 30 
Serna Sui SONOS os ees ck ace ceeds ceund 10 
A iD I eo ee Ue ables haw 20 
TN ee ee 
nn eT eae ie Pe $3, 880, 194 
Contracts advertised: 
GEIS gts Oe ee a 3 eh ag i) ca oo iS $9, 777, 168 
Invitations circulated - ___- ai pectiaks iene sical hie aris Ne Pe 286 
Bids received. _._____--- ee pls ee lS a ae eS ae rene Reh 210 
Caen ae i a a ikl 30 
Coenen ah IOI oo ea ad one ec cence nent 6 
CUR nn: A eam 24 
Value to big business____-_-_ des Eos epraety ae i bie od ie ore sa $2, 850, 690 
Fa ie a Ta a $6, 920, 478 


5. It thus appears that 16 of the contracts were awarded to big 
business for a total of $4,165,553; 44 contracts were awarded to 
smail business for a total of $10,800,672. 

6. As to the second charge that this purchase was excessive in quan- 
tity, the statement below had been assembled showing the requisitions 
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made upon the Navy (acting as agent for the three services) during 
the fiscal year just concluded (July 1, 1950, through June 30, 1951): 
the normal procedure requires the Nav y Department to enter into 
contracts for all quantities of paint requisitioned. 


DUORY, — ee rin nde ncnnmcs BR Peery ec $9, 000, 000 
August. ___.- ‘ . (2,000, 000} March ___-____- __.. 1, 200, 000 
September_..-.-._--- L* Lp DOGOGt Apri. 2 kh ee 10, 800, 000 
October fate ._ §, 800, 000} May__ ke kien. dee sk ws pad ha 
November__------.- ~ cow ep IS oa oe 3, 000, 000 
December - _ - _ 2, 200, 000 —_————— 
January ___-- ~.-=-- 14, 400,000 Total _-- ....--. 62, 800, 000 


Thus the invitation for 6,500,000 gallons was only 25 percent of 
the total annual requisition. It is to be noted that this distribution 
is given in dollars rather than gallons for the reason that the articles 
purchased are not uniform in price. 

7. As to the third charge—the ability of the industry to furnish 
and of small business to supply this order—the Navy as purchasing 
agent obtained the assurance of the National Paint, Varnish and 
Lacquer Association that industry could very well complete this order 
without a drain on existing supply; but that in order to accomplish 
this, the delivery dates should be changed to 6 months rather than a 
4-month schedule. Accordingly, the invitation was changed to pro- 
vide for delivery on the following schedule: 


Days 
15 percent... .... ibid ace eee wee 60 
15 percent_ _- aa 90 
30 percent _ eae 120 
40 percent..2 2! 22 ee RU ee ee ae ea 180 


With that modification in the invitation requirements, the order 
was filled as indicated. 

8. In response to the complaints of Mr. Regan’s constituent, it 
would appear from the foregoing that this order, while large, was not 
excessive; and, while initially restrictive on delivery, was opened up 
at the suggestions of industry itself to longer periods for delivery. 
This change having been made, the purchase order was filled. 

A further complaint was made that an excessive quantity was 
purchased in quart cans. The total purchase was 416,000 quarts. 
Paint in these quart cans is a part of a “maintenance kit’’ furnished 
the operator of ordnance and other equipment for on-the-spot maimte- 
nance to check deterioration and service the unit. The distribution 
of these quart cans in maintenance kits is for the overseas operations of 
the three services as weil as for continental use. Considering the 
extent of these operations at the present strength of the services, the 
subcommittee believes that the quantity, was within reasonable limits 
and that the utilization was an economic one. 


CONCLUSIONS 


Considering separately the charges: 

1. The answer to the charge that only 60 of the 1,291 suppliers bid 
or were invited to bid is contained in the paragraph which recites the 
number of suppliers who were solicited and the number who responded. 
The evidence is that while there were only 60 contracts awarded, 
of these 30 were negotiated or about 40 percent of the total dollar 
volume. T'wo hundred and eighty-six suppliers were asked to quote 
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as to the remaining 60 percent. It is true that on the balance only 30 
contracts were awarded, but there were 286 invitations to bid solicited 
and there was advertising for bids. There were in response to 
advertising and invitations, 210 bids received; and there were 30 
contractors placing the lowest bids which were accepted. 

The actual tabulation, therefore, of the 60 contracts set out above 
shows that 16 were awarded to big business for a total of $4,165,500 
and 44 were awarded to small business (both by advertised and 
negotiated contracts) for a total of $10,800,672 of the particular 
6,500,000 purchase in question. 

The charge that only 2,000,000 gallons could be furnished in 
response to this invitation is not correct. The entire purchase order 
has been accomplished by reason of the adjustment which will be 
referred to in paragraph 3. 

The charge that the short period for filling this order of 120 
days caused trouble to supplier is correct. The Navy discovered 
this by consultation with the industry and thereupon modified its 
requirements to provide for a delivery schedule from 60 to 180 days 
after the bid with 40 percent of the delivery to be made at 6 months. 
When this was done the industry was able to respond. 

4. While this situation was not particularly referred to, an exami- 
nation of the operations of the Navy as single purchaser for all three 
services for the fiscal year 1951 just concluded was made. There 
were 936 supply contracts; 412 were entered into as a result of ad- 
vertising and invitation to bid; 524 were negotiated. In tabulation 
of the total 936 contracts for ‘the fiscal year 1951, there were 697 
contracts to small business. The balance of 239 were awarded to 
big business. A division of the dollar value shows 72 percent awarded 
to small business and 28 percent to big business. 

F. Epwarp Héperrt, 
Subcommittee Chairman. 

O. C. FisHer. 

EDWARD DEGRAFFENRIED. 

L. Gary CLEMENTE. 

WituiaM J. Green, Jr. 

CrypE Doyte. 

Cuaries H. Eston. 

Jack Z. ANDERSON. 

Harry L. Tower. 
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